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PART  1125— STANDARDS  FOR  DETER¬ 
MINING  RAIL  SERVICE  CONTINUATION 

SUBSIDIES 

On  February  25,  1974  (39  FR  7182), 
the  Director  of  the  Rail  Services  Plan¬ 
ning  OflBce  of  the  Interstate  Commerce 
Commission  issued  a  notice  of  proposed 
rulemaking  and  order,  pursusmt  to  sec¬ 
tion  205(d)  (3)  of  the  Regional  Rail  Re¬ 
organization  Act  of  1973  (the  “Act”), 
which  provides  that  the  Rail  Services 
Planning  Office  shall; 

•  •  •  within  180  days  after  the  date  of  en¬ 
actment  of  this  Act.  determine  and  publish 
standards  for  determining  the  ‘revenue  at¬ 
tributable  to  the  rail  properties’,  the  ‘avoid¬ 
able  costs  of  providing  service’,  and  ‘a  rea¬ 
sonable  return  on  the  value’,  as  those  phrases 
are  used  in  section  304  at  this  Act,  after  a 
proceeding  In  accordance  with  ttie  provisions 
of  section  553  of  ‘Title  5,  United  States  Code 
•  •  • 

The  notice  of  proposed  rulemaking 
contained  proposed  standards  for  deter¬ 
mining  attributable  revenues  and  avoid¬ 
able  costs  for  a  railroad  branch  line  as, 
to  which  a  notice  of  intention  to  dis¬ 
continue  service  has  been  given  by  a 
railroad  under  section  304(a)  of  the  Act. 
The  standards  consisted  of  a  series  of 
apportionment  formulas  imder  which 
revenues  and  costs  would  be  apportioned 
using  the  Interstate  Commerce  Commis¬ 
sion  Uniform  System  of  Accounts  for 
Railroad  Companies  (49  CFR  Part  1201) 
and  certain  formulas  for  this  pmpose. 
Some  of  the  proposed  formulas  included 
an  estimated  factor  for  lost  traffic  based 
on  discontinuance  of  services  on  the  line 
but  their  use  would  have  required  the  ac¬ 
cumulation  of  data  beyond  those  in  the 
railroad’s  possession.  Section  1125.3,  as 
adopted,  is  similar  to  the  provisions  cur¬ 
rently  set  forth  in  Part  1121  of  the  Com¬ 
mission’s  regulations,  entitled  “Abandon¬ 
ments  of  Railroad  Lines”,  and  is,  there¬ 
fore,  known  to  be  operationally  feasible 
and  will  require  use  of  a  data  base  that 
would  not  be  difficult  to  accumulate  from 
materials  in  the  railroad’s  possession. 
'This,  together  with  the  method  adopted 
for  determining  avoidable  costs  In 
§  1125.4,  will  permit  the  railroad  to  com¬ 
pute  the  data  necessary  for  subsidy  de¬ 
terminations,  and  the  person  offering  a 
subsidy  to  review  that  computation,  and 
arrive  at  a  subsidy  amoimt,  within  a 
short  period  after  the  notice  of  intent  to 
discontinue  service  is  given. 

The  Office  does  not  believe  that  it 
could  adopt  a  formula  that  would  re¬ 
quire  either  the  railroad  or  the  subsidiz¬ 
ing  body  to  make  a  separate  investigation 
of  the  anticipated  behavior  of  individual 
shippers  on  each  branch  to  determine 
the  results  that  would  ensue  if  service  on 
the  branch  were  to  be  discontinued.  The 
methodology  of  such  an  investigation 
would  be  difficult  to  develop,  the  validity 
of  the  results  would  be  open  to  question 
because  of  the  self-interest  factor,  and 


there  would  be  little  uniformity  in  the 
results.  For  these  reasons,  a  system  that 
uses  branch  revalues,  determined  by  the 
railroad,  which  can  be  reviewed  by  the 
person  offering  a  subsidy,  appears  to  of¬ 
fer  a  better  result  for  both  parties. 

As  adopted,  §  1125.3  ‘defines  revenues 
attributable  to  the  rail  property  from 
freight  services  as  the  actual  revenues 
accruing  to  the  railroad,  based  on  data 
derived  from  waybills  and  other  source 
documents  (which  would  include  such 
dociunents  as  division  sheets) ,  for  desig¬ 
nated  single  line,  interline,  and  over¬ 
head  or  bridge  traffic.  Revenue  from 
overhead  or  bridge  traffic  would  be  in¬ 
cluded  to  the  extent  that  discontinuance 
of  service  would  cause  the  railroad  to  lose 
revenue  due  to  the  loss  of  traffic  or  to  ex¬ 
perience  reduced  revenues  due  to  its  re¬ 
routing. 

The  revenues  attributable  to  the 
branch  for  passenger  service  will  be 
based  on  the  ratio  of  passenger  miles  on 
the  branch  to  passenger  miles  on  the 
railroad’s  total  system.  Some  of  the  com¬ 
ments  received  imged  that  these  revenues 
be  based  on  actual  ticket  sales.  However, 
Information  available  to  the  Office  indi¬ 
cates  that  this  method  would  be  im¬ 
practical,  if  not  Impossible,  because 
tickets  are  not  sold  solely  on  the  branch, 
but  are  sold  at  many  places  off  of  the 
branch  for  travel  on  the  branch,  and  the 
actual  tickets  taken  up  on  the  trains  are 
not  usually  retained.  The  method 
adopted  should  be  fairly  representative 
of  actual  revenues  accruing  to  the 
branch  due  to  the  absence,  on  most  rail¬ 
roads,  of  long-haul  passenger  service, 
other  than  that  provided  under  contract 
to  Amtrak. 

Revenues  from  passenger-related  serv¬ 
ices,  such  as  baggage  handling  and  din¬ 
ing  and  buffet  services,  wlH  be  based  wi 
the  ratio  of  passenger  car  miles  on  the 
branch  to  passenger  car  miles  on  the  sys¬ 
tem  of  the  railroad,  since  revenues  from 
these  services  are  dependent  on  the  use 
of  specialized  rolling  stock. 

Revenues  from  specific  services,  such 
as  switching,  storage,  and  demurrage  will 
be  the  actual  revenues  accruing  to  the 
railroad  that  are  directly  attributable  to 
the  branch- 

The  comments  received  were  in  gen¬ 
eral  agreement  that  any  subsidies  that 
would  cease  upon  discontinuance  of  serv¬ 
ice  on  the  branch  should  be  added  as 
revenues  attributable  to  the  branch,  and 
a  provision  to  this  effect  has  been  added. 

The  base  year  for  determining  attribu¬ 
table  revenues  (as  well  as  for  determin¬ 
ing  avoidable  costs)  will  be  the  calendar 
year  preceding  the  year  in  which  the  no¬ 
tice  of  intent  to  discontinue  service  on 
the  branch  is  given,  if  that  notice  is  given 
after  March  31,  the  date  on  which  rail¬ 
roads  are  required  to  file  their  annual 
reports  (R-1)  with  the  Commission. 
However,  if  that  notice  is  given  before 
April  1,  the  base  year  will  be  the  second 
preceding  calendar  year  as  the  Informa¬ 
tion  necessary  to  compute  the  immediate 
preceding  year’s  revenues  and  costs  will 
not  be  available. 

Some  of  the  comments  suggested  that 
the  subsidy  should  be  tentatively  esti¬ 


mated  on  the  basis  of  the  revenues  and 
costs  of  a  mlor  year  and  then  readjusted 
at  the  end  of  the  subsidy  year  to  reflect 
actual  costs  and  revenues.  There  are  sev¬ 
eral  practical  obstacles  to  the  xise  of  this 
procedure.  First,  the  authority  of  the  Of¬ 
fice,  vmder  the  Act,  may  not  be  broad 
enough  to  impose  such  a  requirement. 
Second.  It  is  normally  necessary  for  gov¬ 
ernmental  organizations,  either  at  the 
Federal,  State  or  local  level,  to  make  firm 
fimding  cmnmitments  early  in  the  bud¬ 
get  year,  and  there  could  be  no  certainty 
that  amoimts  higher  than  those  esti¬ 
mated  at  the  beginning  of  a  subsidy 
period  would  be  available  or  could  law¬ 
fully  be  paid. 

The  supplemental  notice  stated  that 
the  Office  would  consider  the  develop¬ 
ment  of  sub-accounts  applicable  to 
branches  (^jeratlng  under  a  subsidy  so 
that  actual  revenues  and  costs  could  be 
computed  as  a  basis  for  subsidy  payments 
in  future  years.  This  could  be  particu¬ 
larly  valuable  following  implementation 
of  the  final  system  plan  when  some  of 
the  railroads  owning  subsidized  branch 
lines  will  no  longer  be  operators  of  a 
“system”  having  representative  charac¬ 
teristics  suitable  for  determining  rev¬ 
alues  and  avoidable  costs  on  the  basis  of 
IHdor  (grating  experience.  The  Office  is 
making  a  further  study  of  this  problem, 
based  on  the  comments  received. 

AvomABLE  Costs 

A  great  many  of  the  comments  dis¬ 
cussed  the  meaning  of  the  words  “avoid¬ 
able  costs”  and  stated  that  they  should 
not  be  equated  with  “apportioned  costs.” 
It  was  not  the  Intention  of  the  Office  to 
apportion  all  costs  of  a  railroad’s  opera¬ 
tions  to  each  branch.  It  did  intend  to  de¬ 
velop  a  system  of  avoidable  costs  (some 
of  vdilch  would,  oi  necessity,  be  based  on 
an  apportionment  rather  than  on  non- 
available  actual  figures)  which  are  those 
costs  that  the  railroad  would  not  incur  if 
service  were  discontinued  on  the  branch. 
As  a  result,  i  1125.4,  as  adopted,  divides 
costs  between  on-branch  costs,  off- 
branch  costs,  and  costs  necessary  to  pro¬ 
vide  adequate  and  efficient  rail  service  at 
a  level  higher  than  that  provided  at  the 
time  the  notice  is  given,  at  the  request 
of  the  person  offering  the  subsidy  (see 
section  402(j)  of  the  Act) . 

It  would  not  be  proper  to  measure  the 
on-bran(h  portion  of  avoidable  costs,  for 
siffisidy  pmTX>ses,  by  the  allocation  of 
cmrent  costs,  whether  or  not  the  costs 
were  actualh^  incurred  on  the  branch. 
Therefore,  the  standard  as  adopted 
measures  the  on-branch  portion  of  avoid¬ 
able  costs  by  the  allocation  of  total  costs 
only  where  direct  assignment  of  actual 
«06ts  is  not  possible. 

On-branch  avoidable  costs  are  the 
amounts  assigned  or  allocated  under  the 
Commission’s  Uniform  System  of  Ac¬ 
counts  for  Railroad  Companies  in  the  fol¬ 
lowing  categories:  maintenance  of  way 
and  structures,  maintenance  of  equip¬ 
ment,  transpoitatlon — rail  line,  mlk;el- 
laneous  operations,  taxes  (except  in¬ 
come)  and  rent  income  and  costs. 

As  an  ideal,  each  item  of  cost  Incurred 
with  respect  to  maintenance  of  way  or 
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structures  should  be  rec<^ed  and  di¬ 
rectly  assigned  to  the  branch  where  that 
way  or  structure  is  physically  located. 
Tlie  standards  recogiilze  that  this  Ideal 
cannot  always  be  met.  Urect  assignment, 
if  possible,  would  be  preferable  for  all 
costs,  but  since  this  is  not  possible,  the 
standards  provide  allocation  method  as 
an  alternative  in  cases  where  the  direct 
assignment  of  costs  in  the  maintenance 
of  way  accounts  is  not  prsu^tical  due  to 
the  absence  of  a  system  of  branch  ac¬ 
counts.  In  such  cases,  the  standards 
adopted  recognize  that  there  is  a  mainte¬ 
nance  differential  between  the  different 
classes  of  track  which  comprise  the  rail¬ 
road  system.  In  the  absence  of  precise 
data,  the  costs  are  to  be  apportioned  to 
the  branch  on  the  basis  of  equated  track 
miles — a  statistical  means  for  determin¬ 
ing  the  relationship  of  expenditures  re¬ 
quired  to  keep  each  of  the  several  classes 
of  track  on  a  railroad  in  condition,  rela¬ 
tive  to  other  track,  for  its  intended  use. 
The  formula  for  determining  equated 
track  miles  in  the  standards  is  that  es¬ 
tablished  by  tiie  American  Railway  Engi¬ 
neering  Association. 

In  the  case  where  direct  assignment 
of  costs  in  the  maintenance  of  structures 
accoimts  is  not  practical  due  to  unavail¬ 
ability  of  costs  recorded  in  those  ac¬ 
counts  for  specific  structures,  an  alloca¬ 
tion  is  necessary.  The  method  of  sdloca- 
tion  must  reasonably  approximate  the 
actual  physical  distribution  of  the  struc¬ 
tures  maintained,  taking  into  accoimt  age 
and  utility,  of  those  structures  through¬ 
out  the  railroad’s  system  including  the 
branch. 

The  standards  limit  avoidable  costs  in¬ 
curred  with  respect  to  structures  to  the 
maintenance  of  existing  structures  which 
are  physically  located  on  the  branch  and 
which  are  used  for  rail  transportation 
purposes.  Costs  of  new  acquisitions  or 
other  capital  expenditures  are  not  in¬ 
cluded.  Where  the  direct  assignment  of 
costs  under  the  accounts  cannot  be  made 
for  particular  accoimts  or  structures,  an 
allocation  of  the  amoimt  in  the  account 
of  the  railroad  may  be  allocated  to  the 
branch  on  the  basis  of  the  ratio  of  the 
total  net  investment  in  the  account  on 
the  branch  to  the  railroad’s  total  net  in¬ 
vestment  in  that  account. 

The  standards  recognize  that  depre¬ 
ciation  on  road  property  is  an  avoidable 
cost  to  be  directly  assigned  to  the  branch. 
Depreciation  may  be  considered  contin¬ 
gent  upon  use  and  hence  would  not  con¬ 
tinue  as  a  cost  If  the  branch  were 
abandoned. 

On-branch  costs  include  maintenance 
of  equipment.  The  maintenance  of  equip¬ 
ment  costs  in  the  railroad’s  accounts  rep¬ 
resent  a  pool  of  costs,  part  of  which  were 
fncurred  in  providing  rail  service  to  the 
branch.  Therefore,  these  costs  must  be 
allocated  to  the  branch  as  avoidable 
costs.  The  method  of  allocation  will  be 
based  on  a  reasonable  measure  of  the 
services  received  by  the  branch  and  the 
resulting  allocated  costs  will  vary  in  pro¬ 
portion  to  the  services  received. 

V  The  standards  require  allocation  of 
maintenance  of  equipment  costs  by  allo¬ 
cation  methods  consistent  with  this 


principle.  For  example,  the  costs  allo¬ 
cated  to  the  branch  for  locomotive  repair 
from  the  railroad’s  account  311  are  based 
on  the  ratio  of  branch  line  locomotive 
ton  miles  to  the  total  system  locomotive 
t(m  miles.  This  allocation  method  takes 
into  account  the  fact  that  smaller  loco¬ 
motives  are  used  to  serve  branches;  and 
that  lighter  weight  trains  will  move  on 
a  branch.  Repair  costs  are  a  function  of 
both  locomotive  size  and  utilization.  The 
service  provided  in  terms  of  locomotive 
ton  miles  reflects  these  factors  and  as 
the  service  increases  the  amount  of  al¬ 
located  locomotive  repair  costs  increase. 

With  respect  to  repairs  of  freight  train 
cars,  the  allocation  is  based  on  branch 
car  days  for  timerrelated  expenses  and 
branch  car  miles  for  mileage-related  ex¬ 
penses.  Both  car  days  and  car  miles  rep¬ 
resent  service  to  the  branch.  The  portion 
of  expenses  in  the  railroad’s  account  314 
attributable  to  time  and  to  mileage  is 
determined  from  the  latest  Ccunmission 
Rail  Form  A,  Statement  lFl-73  appor¬ 
tionment  factor,  which  is  currently  50 
percent  for  each. 

nie  standards  provide  for  direct  as¬ 
signment  of  maintenance  and  related 
costs  for  certain  equipment  which  is  di¬ 
rectly  attributable  to  the  branch.  This 
category  includes  such  items  as  dis¬ 
mantling  costs  and  retirement  of  equip¬ 
ment. 

On-branch  costs  include  costs  recorded 
in  the  accounts  under  the  heading 
Transportation — Rail  Line.  These  ac¬ 
counts  Include  the  labor  and  material 
directly  related  to  the  movement  of 
trains  on  the  branch.  These  are  the  costs 
incurred  to  provide  speciflc  services  on 
the  branch  and  should  be  directly  as¬ 
signed  to  the  branch  to  the  extent  those 
speciflc  services  can  be  identified.  Where 
the  services  are  shared  with  other  parts 
of  the  railroad  and  cost  data  has  not 
been  recorded  for  each  separate  part,  the 
costs  must  be  allocated  to  each  part  on 
which  the  service  was  perform^.  ITie 
allocation  should  be  on  the  basis  of  the 
proportion  of  services  rendered  on  each 
part. 

The  standards  require  direct  assign¬ 
ment  or  allocation  consistent  with  this 
principle.  For  example,  for  a  branch 
served  by  a  yard  crew  the  expenses  re¬ 
lated  to  the  operation  of  the  yard  and 
the  yard  locomotive  shall  be  actual 
branch  costs  assigned  on  a  direct  basis. 
If  time  and  material  records  are  not  kept 
in  suflBcient  detail  to  permit  identifica¬ 
tion  of  the  expenses  related  to  specific 
yard  services  rendered  only  on  the 
branch  then  an  allocation  is  necessary. 
The  allocation  shall  be  of  the  amount  in 
the  railroad’s  account  for  that  service 
based  on  the  ratio  of  branch  yard  switch¬ 
ing  locomotive  unit  miles  to  the  rail¬ 
road’s  total  yard  switching  locomotive 
unit  miles.  These  unit  miles  are  a  meas¬ 
ure  of  the  specific  services  performed  on 
the  branch. 

Other  allocations  of  costs  where  direct 
assignment  of  actual  costs  cannot  be 
made  include  the  allocation  of  train  crew 
costs  using  the  service  unit  of  branch 
train  hours  and  fuel  costs  using  the  serv¬ 
ice  unit  of  locomotive  unit  hours.  Direct 


assignment  is  required  fen:  the  operation 
of  Joint  tracks  and  facilities,  TOFC/ 
COPC  terminals,  and  other  mlscenane- 
oua  or  specialize  services  ancillary  to 
railroad  transportation. 

Pa3rroll  taxes,  revenue  taxes  and  prop¬ 
erty  taxes,  have  been  allocated  to  the 
branch  on  the  basis  on  which  the  tax 
was  computed  by  the  taxing  authority. 
This  method  is  equivalent  to  a  direct 
assignment. 

Rent  income  is  an  offset  to  avoidable 
costs.  The  rent  income  included  in  the 
calculation  of  avoidable  costs  under  the 
standards  is  the  income  derived  from  the 
equipanent  used  exclusively  on  the  branch 
or  facilities  located  on  the  branch  that 
are  joint  in  nature.  Where  a  shipper  on 
the  branch  leases  equipment  that  moves 
off  the  branch,  the  rent  Income  is  allo¬ 
cated  to  the  branch  on  the  basis  of  days 
or  miles  for  that  equipment  on  the 
branch  to  days  or  miles  on  the  system. 
Rent  expense  is  an  avoidable  cost  under 
the  standards  to  the  extent  the  rented 
equipment  or  joint  facilities  serves  the 
branch. 

A  number  of  comments  criticized  the 
original  standards  for  failure  to  include 
adequately  off-branch  variable  costs  in 
the  calculation  of  avoidable  costs.  'The 
OfiBce  recognizes  that  branch  operations 
will  necessarily  cause  thp  railroad  to 
incur  off-branch  costs.  Further,  since 
there  appears  to  be  no  standard  method 
of  allocating  the  revenues  accruing  to  the 
railroad  from  branch  oi>erations  between 
the  system  and  the  branch,  it  is  neces¬ 
sary  to  include  off-branch  costs  to  avoid 
an  improjier  matching  or  revenues  and 
expenses.  Several  comments  suggested  a 
fixed  per  diem  as  a  way  to  measiure  off- 
branch  costs.  However,  any  dollar  figures 
placed  on  this  element  would  vary  ac¬ 
cording  to  the  off-branch  services.  No 
one  figure  would  necessarily  be  repre¬ 
sentative  of  the  diverse  operations  of  the 
railroads  with  property  that  would  not 
be  designated  in  the  final  system  plan. 
Other  comments  recommended  the  use 
of  car  movements  resulting  from  branch 
OF>erations  to  allocate  off-branch  costs 
to  the  branch.  The  standards  adopt  a 
method  of  calculating  off-branch  avoid¬ 
able  costs  based  on  the  method  recog¬ 
nized  by  the  Commission  for  measuring 
system-wide  variable  costs.  The  variable 
costs  for  the  system  of  the  railroad  on  a 
service-unit  basis,  developed  through  ap¬ 
plication  of  the  Commission’s  Rail  Form 
A,  Statement  lPl-73,  will  be  applied  to 
branch  traffic  moving  over  the  remainder 
of  the  railroad’s  system,  in  order  to  de¬ 
termine  the  avoidable  cost  to  the  railroad 
of  handling  the  branch  traffic  which 
moves  off-branch.  These  costs  would  be 
avoid  if  service  were  to  be  discontinued 
on  the  branch. 

The  off-branch  costs  included  in  avoid¬ 
able  costs  by  the  use  of  this  method 
are  the  costs  resulting  from  the  terminal 
handling  of  the  car  and  contents,  the 
linehaul  movement  of  the  car  and  its 
contents,  and  the  interchange  of  the  car 
in  interline  or  bridge  service. 

Under  section  402(j)  of  the  Act,  avoid¬ 
able  costs  for  subsidy  purposes  are  de¬ 
fined  as  Including  the  “costs  of  operating 
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adequate  and  efficient  service,  including 
where  necessary  improvement  and  main¬ 
tenance  of  tracks  and  related  facilities.** 
The  standards  adopted  provide  for  the 
determination  and  inclusion  of  these 
costs  in  the  computation  of  the  subsidy 
amount.  In  particular,  they  provide  for 
the  consideration  of  costs  that  would  be 
incurred  if  the  person  offering  the  sub¬ 
sidy  demands  that  service  be  performed 
at  a  higher  level  than  that  previously 
provided. 

Investment  Base  and  Reasonable  Return 
ON  Value 

The  standard  proposed  for  defining  the 
rate  of  return,  as  set  forth  in  the  original 
notice,  was  a  variable  rate  of  return  based 
<»i  recent  experl^ce  in  the  sale  of  equip¬ 
ment  trust  certificates  by  Class  I  rail¬ 
roads,  that  is,  the  average  interest  cost 
during  the  three  calendar  months  pre¬ 
ceding  the  month  in  which  the  notice  of 
termination  of  service  on  the  branch  be¬ 
comes  effective.  The  comments  received 
on  this  point  varied  widely  and  the  sup¬ 
plemental  notice  listed  several  alterna¬ 
tive  methods  of  determining  the  rate  of 
return.  Among  these  were  “imbedded 
costs”  or  “imbedded  average  interest 
cost”:  the  rate  of  return  applicable  to 
Fedm'al  securities  with  approximately 
the  same  lifetime  as  the  subsidy  agree¬ 
ment;  mortgage  bond  rate;  the  Interest 
rate  railroads  woxild  pay  on  government 
guaranteed  loans  imder  the  Act;  the 
weighted  average  return  for  profitable 
lines  operating  in  the  region;  the 
weighted  average  cost  of  capital  to  the 
railroad  or  railroad  Industry;  a  maxi¬ 
mum  rate  of  125  percent  of  one-year 
Treasury  notes;  and  a  10  percent,  after 
taxes,  return. 

In  order  to  determine  the  “reasonable 
return  on  the  value”  it  is  necessary  to 
consider  that  the  railroad  wishes  to 
abandon  a  particular  branch  because  it 
is  not  earning  its  opportimity  costs  on 
that  branch.  If  a  branch  line  is  earning 
negative  Income  and  consequently  a 
negative  rate  of  return,  any  positive 
change  is  an  improvement,  for  example  a 
change  from  minus  five  percent  to  five 
percent.  But  only  if  the  five  percent  is 
equal  to  the  railroad’s  opportimity  cost 
will  the  railroad  choose  to  maintain 
service.  If  a  railroad  believes  that  it  can 
abandon  property  and  earn  a  higher  per¬ 
centage  on  the  proceeds  of  the  abandoned 
property  (or  the  use  to  which  they  are 
put)  then  a  five  percent  return  may  not 
be  sufficient  to  encourage  continuance  of 
rail  service  on  the  branch. 

In  determining  the  opportimity  cost 
to  the  railroad,  it  must  be  recognized 
that  the  choice  is  between  continuance 
and  discontinuance  of  service.  Under 
the  Act,  branches  that  are  not  desig¬ 
nated  to  be  in  the  final  system  plan  be¬ 
cause  they  are  economically  non-vlable 
can  be  abandoned  unless  a  subsidy  is 
provided.  The  process  of  discontinuance 
of  service  is  the  conversion  of  a  rela¬ 
tively  poor  asset  (rail  property)  to  a  liq¬ 
uid  asset  (cash),  where  the  cash  pro¬ 
ceeds  represent  the  difference  between 
the  sale  price  and  the  cost  of  the  sale — 


net  liquidation  value.  The  opportunity 
cost  to  the  rallrocul  is  what  could  be 
earned  with  the  cash  proceeds.  The  earn¬ 
ings  potential  will  depend  <m  the  use  to 
which  the  cash  proceeds  could  be  used, 
such  as  savings  accounts,  bonds,  stock, 
other  property,  or  other  rail  service.  Each 
of  these  would  yield  a  different  rate  of 
return  due  to  risk  differentials.  The  ques¬ 
tion  is  what  is  the  appropriate  opportu¬ 
nity  cost. 

A  railroad  should  be  indifferent  be^ 
tween  abandonment  and  continuance 
as  long  as  it  is  provided  with  what  it  per¬ 
ceives  as  its  opportunity  cost.  On  the 
other  side,  the  public  is  interested  in 
maintaining  service  at  the  lowest  sub¬ 
sidy  or  purchase  cost  possible.  While  it 
is  neccesssuy  to  strike  a  balance  between 
the  two  groups,  the  determination  of 
the  rate  of  return  must  be  based  on  the 
concept  of  appropriate  oivortunity  cost. 

There  are  at  least  two  reasons  why  the 
rate  on  U.S.  Treasury  notes  represmt 
the  appropriate  opportunity  cost  to  rail¬ 
roads.  First,  Treasury  notes  are  liquid 
and  easily  convertible  into  cash.  Any 
business  with  cash  flow  problems  which 
encounters  difficulty  in  meeting  debt  ob¬ 
ligations  (such  as  a  bankrupt  railroad) 
must  remain  as  liquid  as  possible  in  its 
asset  position.  Second,  such  mi  oi^rani- 
zation  is  effectively  prohibited  from  in¬ 
vesting  funds  in  rl^y  assets  although 
they  may  be  liquid.  Essentially,  they  can¬ 
not  afford  to  bear  risk.  Consequently,  for 
bankrupt  railroads,  the  opportunity  set 
of  investment  options  is  limited  to  assets 
which  are  relatively  riskfree  and  liquid. 

For  these  reasons,  S  1125.6  has  restated 
to  define  the  reasonable  return  on  the 
value  of  the  properties  as  a  rate  equal 
to  the  publicly  quoted  yield  to  maturity 
rate  for  U.S.  Treasury  notes  of  approxi¬ 
mately  the  same  life  as  the  period  of 
the  subsidy  agreement,  and  maturing  at 
a  date  approximately  coterminant  with 
the  end  of  the  subsidy  period.  A  few  com¬ 
ments  suggested  that  the  railroad  should 
receive  a  retiun  on  the  value  of  the 
branch  that  would  generate  a  particu¬ 
lar  interest  rate  after  taxes.  The  office 
is  unaware  of  any  precedent  for  fixing 
a  rate  of  return  in  this  mannm*,  and  to 
do  so  would  be  inconsistent  with  the  stat¬ 
utory  mandate  that  a  “reasonable”  rate 
of  return  be  provided,  and  not  an  ex¬ 
orbitant  one. 

A  majority  of  the  comments  received 
on  both  the  original  and  supplemental 
notices  favored  the  inclusion  of  a  method 
of  determining  the  net  liquidation  value 
of  the  rail  properties  as  a  necessary  step 
to  determining  reasonable  rate  of  re¬ 
turn.  Similarly,  most  of  the  comments 
agreed  that  some  sort  of  arbitration 
arrangement  would  be  nececssary  to  set¬ 
tle  disagreements  because  of  the  rela¬ 
tively  short  time  (60  days  after  notice) 
within  which  a  railroad  may  discon¬ 
tinue  service.  Therefore,  S  1125.5  has 
been  adopted  substantially  as  proposed 
in  the  original  notice,  with  the  following 
minor  changes:  The  words  “subject  to 
applicable  zoning  and  land  use  regula¬ 
tions”  have  been  inserted  to  modify  the 
words  “highest  and  best  use”  to  assure 


that  the  use  will  be  a  realistic  and  at¬ 
tainable  one.  The  words  “other  than  rail 
transportation”  have  also  been  inserted 
to  modify  those  words  since  a  notice  of 
int«it  to  discontinue  service  (because  of 
losses  (m  the  branch)  necessarily  indi¬ 
cates  that  its  highest  and  best  use  would 
not  be  for  that  purpose. 

Several  of  the  comments  on  this  sub¬ 
ject  stated  that  the  highest  and  best  use 
should  be  determined  on  the  basis  of  a 
bona  fide  offer  of  the  property  being 
the  best  indication  of  its  value,  followed 
by  sales  of  adjacent  property,  adjusted 
for  differences,  and  then  a  qualified  ap¬ 
praisal.  These  appear  to  be  valid  con¬ 
siderations  for  the  arbitrators,  but  the 
Office  does  not  consider  that  they  should 
be  rigidly  adhered  to  in  all  cases.  There¬ 
fore,  a  provision  has  been  inserted  re¬ 
quiring  the  arbitrators  to  consider  these 
tests  “among  other  factors.” 

Several  comments  suggested  that  any 
Interested  member  of  the  public  should 
be  able  to  appear  and  present  testimony 
before  the  arbitrators,  or  that  s(xne  or¬ 
ganization  such  as  the  Office  of  Public 
Counsel  of  the  Rail  Services  Planning 
Office  should  appear  on  behalf  of  idl  un¬ 
represented  members  of  the  public.  The 
Office  is  aware  that  there  will  be  a  great 
deal  of  public  Interest  with  respect  to 
some  cases  in  which  a  public  body  is 
offering  a  subsidy.  On  the  other  hand, 
due  to  the  stringent  time  limitations  ap¬ 
plicable  to  the  proceedings,  full  partici¬ 
pation  of  this  t:n?e  might  require  impos¬ 
sible  or  unreasonable  amounts  of  time, 
and  Impossible  or  unreasonable  amounts 
of  effort  and  manpower  by  the  Office  of 
Public  Counsel.  In  view  of  all  of  these 
considerations,  a  new  paragraph  (f )  has 
been  added  to  5  1125.5  to  provide  that 
meetings  of  the  arbitrators  for  the  pur¬ 
poses  of  receiving  Informaticm  or  evi¬ 
dence  shall  be  open  to  the  public  in  cases 
involving  public  bodies  that  offer  a  sub¬ 
sidy,  and  that  any  interested  m^ber  of 
the  public  may  file  written  views,  argu¬ 
ments,  or  information  with  the  arbitra¬ 
tors  within  three  days  after  the  closing 
of  the  sessions  that  are  open  to  the  pub¬ 
lic.  This  provision  will  assure  an  oppor¬ 
tunity  for  members  of  the  public  to  ap¬ 
pear  in  appropriate  cases  and  to  advo¬ 
cate  their  positions  without  imposing  the 
serious  constraints  that  would  be  present 
in  a  formally  structured  proceeding. 

Other 

Section  1125.7,  as  originally  proposed, 
would  have  required  the  filing,  among 
other  things,  of  a  copy  of  the  railroad’s 
most  recent  Annual  Report  of  Freight 
Commodity  Statistics  (Annual  Form 
QC?S) .  In  view  of  the  fact  that  the  regu¬ 
lation  as  adopted  requires  the  deter¬ 
mination  of  attributable  revenues  on  an 
actual  basis,  this  commodity  informa¬ 
tion  win  not  be  needed  and  the  provision 
has  been  deleted. 

A  number  of  the  comments  received  on 
both  the  original  and  supplemental  no¬ 
tices  suggested  that,  in  addition  to  filing 
a  copy  of  its  notice  of  intention  to  dis¬ 
continue  service  with  the  Office  and  the 
appropriate  governors,  the  railroad 
should  also  give  the  notice  to  each  ship- 
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per  on  the  branch  concerned  and  to  each 
affected  city,  town,  or  other  political  sub¬ 
division.  While  there  Is  no  doubt  that 
wide  spread  dissemination  of  the  notice 
would  be  of  value  In  some  cases,  the 
practical  and  legal  consequences  of  such 
an  onerous  reqiiirement  prevents  its  flat 
adoption.  For  example,  the  railroad 
would  have  to  expend  c<msideraUe  effort 
in  identifying  all  shippers,  and  the  no¬ 
tice  to  shippers  could  be  rendered  void 
by  omission  (Inadvertently  or  otherwise) 
of  service  to  any  one  of  them,  thereby 
imnecessarlly  prolonging  any  subsidy 
proceedings.  However,  there  does  appear 
to  be  a  need  for  wider  distribution  of  the 
notices  and  for  this  reason,  a  provision 
has  been  adopted  that  would  require  the 
notice  to  be  published  in  a  newspaper  or 
newspapers  of  general  circulation  in  the 
area  encompassing  the  branch  (so  that 
the  whole  area  is  covered)  once  a  week 
for  three  weeks  beginning  with  the  week 
in  which  notice  is  given  to  the  Office 
and  the  governor.  In  addition,  a  provi¬ 
sion  has  been  added  requiring  a  copy  of 
the  notice  to  be  given  to  the  railroad 
regulatory  commission  of  each  State 
concerned.  The  publicity  attendent  to 
the  four  notices  thus  required  should  re¬ 
sult  in  widespread  notice  sufficient  to 
alert  all  persons  concerned. 

To  further  provide  reasonable  access 
for  interested  persons  to  the  information 
regarding  costs  and  other  matters  rele¬ 
vant  to  subsidy  consideration,  a  new 
paragraph  (c)  has  been  added  to  §  1125.7 
to  require  the  railroad  to  keep  avail¬ 
able,  for  public  inspection  at  an  office 
of  the  railroad  within  each  State  affected 
by  a  notice  of  Intent  to  discontinue  serv¬ 
ice  on  a  branch,  copies  of  the  materials 
and  Information  upon  which  the  rail¬ 
road’s  calculations  for  the  purposes  of 
revenues,  costs,  and  property  value  are 
made.  This  access  to  materials  would 
be  limited,  however,  should  the  railroad 
consider  it  necessary,  by  requiring  it  to 
disclose  information  concerning  the  na¬ 
ture,  kind,  quantity,  destination,  con¬ 
signee,  or  routing  of  traffic  only  to  the 
representative  of  a  person  offering  a 
subsidy,  and  only  if  that  representative 
agrees  to  keep  the  Information  confl- 
dential. 

Appendix  I  of  the  standards  sets  forth 
the  data  required  for  the  calculation 
of  avoidable  costs.  Items  1-36  are  used 
in  the  allocation  formulas  which  deter¬ 
mine  on-branch  costs.  Items  37-43  are 
used  to  attribute  off -branch  costs  to  the 
branch  through  the  measurement  of  off- 
branch  service  imits  of  branch  traffic. 
Instructions  to  Appendix  I  are  provided. 

The  Office  has  under  consideration  a 
program  for  the  development  of  forms 
to  be  used  by  railroads  for  the  computa¬ 
tion  of  revenues  and  costs  pursuant  to 
§§  1125.3  and  1125.4,  respectively,  for  the 
purposes  of  facilitating  the  presentation 
of  the  Information,  ease  of  use  by  per¬ 
sons  considering  the  offer  of  a  subsidy, 
and  uniformity  of  method.  If  it  is  de¬ 
cided  to  develop  and  issue  the  forms,  they 
will  be  Issued  as  an  Appendix  to  this 
pert. 

In  consideration  of  the  foregoing:  It  is 
ordered,  TThat  Subchapter  B  of  Chapter 


X  of  Title  49  of  the  Code  of  Federal  Reg¬ 
ulations.  be  amended  by  adding  the  fcd- 
lowlng  new  Part  1125  thereto,  as  set  forth 
below. 

It  is  further  ordered.  That  this  order 
shall  b^me  effective  on  July  1.  1974. 

[SEAL]  Robert  L.  Oswald.* 

Secretary. 

Sec. 

1125.1  Purpose  and  scope. 

1125.2  Definitions. 

1125 .3  Revenue  attributable  to  the  rail 

properties. 

1125.4  Avoidable  costs  oi  providing  service. 

1 125.5  Valuation  of  raU  properties. 

1125.6  Reasonable  return  on  the  value  of 

the  pn^ertles. 

1125.7  Submission  of  Information  by  raU- 

road  giving  notice  of  Intent  to  dis¬ 
continue  service  on  a  branch. 
Appendix  I — ^InfcMrmatlon  to  be  furnished. 

Authoritt:  Sec.  205(d)(3),  Regional  Rail 
Reorganization  Act  of  1973,  Pub.  L.  93-236, 

87  Stat.  985. 

§1125.1  Purpose  and  scope. 

(a)  Section  304(c)  (2)  of  the  Act  pro¬ 
vides  that  no  rail  service  may  be  dis¬ 
continued  and  no  rail  properties  may  be 
abandoned  pursuant  to  that  section  if  a 
shipper,  a  State,  the  United  States,  a 
loc^  or  regional  transportation  author¬ 
ity,  or  any  responsible  person  offers  a 
rail  service  continuation  subsidy  which 
covers  the  difference  between  the  rev¬ 
enue  attributable  to  such  rail  properties 
and  the  avoidable  costs  of  providing  serv¬ 
ice  on  such  rail  properties,  plus  a  reason¬ 
able  return  (m  the  value  of  such  prop¬ 
erties. 

(b)  Section  205(d)  of  the  Act  directs 
the  Rail  Services  Planning  Office  to  de¬ 
termine  and  publish  standards  for  deter¬ 
mining  the  “revenue  attributable  to  the 
rail  properties”,  “the  avoidable  costs  of 
providing  service”,  and  “a  reasonable  re¬ 
turn  on  the  value”  as  those  phrases  are 
used  in  section  304  oi  the  Act.  This  Part 
sets  forth  those  standards. 

§  1125.2  Definitions. 

Unless  otherwise  required  by  the  con¬ 
text,  the  following  definitions  apply  in 
this  part: 

“Act”  means  the  Regional  Rail  Reor¬ 
ganization  Act  of  1973,  Pub.  L.  93-236 
(87  Stat.  985) . 

“Account”  means  an  account  in  the 
Commission’s  Uniform  System  of  Ac- 
coimts  for  Railroad  Companies  (Part 
1201  of  this  chapter) . 

“Branch”  means  a  segment  of  a  rail¬ 
road  that  is  not  designated  to  be  in  the 
final  system  plan  under  the  Act,  and  that 
is  the  subject  of  a  notice  in  writing  of 
Intent  to  discontinue  service  imder  sec¬ 
tion  304(a)  of  the  Act. 

“Commission”  means  the  Interstate 
CJonunerce  CommlssiMi. 

“Office”  means  the  Rail  Services  Plan¬ 
ning  Office  established  by  section  205  of 
the  Act. 

“Railroad”  means  a  railroad  company, 
or  the  trustee  or  trustees  of  a  railroad 


*  Present:  George  M.  Chandler,  Director, 
RaU  Services  Planning  Office  to  whom  the 
matter  under  consideration  in  this  docket 
has  been  assigned. 


company,  that  gives  a  notice  In  writing 
of  Intent  to  discontinue  service  under 
section  304(a)  of  the  Act. 

“Person  offodng  a  subsidy”  means  a 
shipper,  the  United  States,  a  State,  a 
local  or  regional  transportation  author¬ 
ity.  or  any  responsible  person  offering  a 
rail  continuation  subsidy  under  section 
304(c)  (2)  (A)  of  the  Act. 

§  1125.3  Revenue  attributable  to  the  rail 

properties. 

The  revenue  attributable  to  the  rail 
properties  of  a  branch  is  the  total  of  the 
revenues  assigned  to  the  branch  in  ac¬ 
cordance  with  this  section,  plus  any  sub¬ 
sidy  payments  that  would  cease  upon  dis¬ 
continuance  of  service  on  the  branch, 
f(Hr  the  calendar  year  before  the  year  in 
which  the  notice  of  Intent  to  discontinue 
service  on  that  branch  is  given,  if  that 
notice  is  given  after  March  31,  or  for  the 
second  calendar  year  before  the  year  in 
which  the  notice  of  Intent  to  discontinue 
service  is  given,  if  that  notice  is  given 
before  April  1.  ’The  revenues  assigned 
shall  be  derived  from  the  following 
accounts: 

(a)  Account  101 — Freight.  ’The  reve¬ 
nues  assigned  under  this  account  shall 
be  the  actual  revenues  accruing  to  the 
railroad,  derived  from  waybills  and  other 
source  documents  fcx*  all  traffic  that — 

(1)  Originates  and  terminates  on  the 
branch; 

(2)  Originates  or  terminates  on  the 
branch  and  is  handled  off  the  branch 
on  the  system  but  not  on  another  carrier; 

(3)  Originates  or  terminates  on  the 
branch  and  is  handled  on  another  car¬ 
rier;  or 

(4)  Is  bridge  or  overhead  traffic,  if 
termination  of  service  on  the  branch 
would  cause  the  railroad  to  lose  that 
traffic. 

In  any  case  in  which  bridge  or  overhead 
traffic  would  not  be  lost  to  the  railroad 
if  service  on  the  branch  were  discon¬ 
tinued,  but  would  be  rerouted  over  an¬ 
other  part  of  the  railroad  and  would 
result  in  reduced  revenue  to  the  railroad, 
the  revenue  assignable  to  the  branch  is 
the  difference  between  the  revenues  the 
railroad  would  receive  If  the  branch  serv¬ 
ice  were  not  discontinued  and  that  re¬ 
duced  revenue. 

(b)  Account  102 — Passenger;  Account 
104 — Sleeving  car;  and  Account  105 — 
Parlor  and  chair  car.  The  revenues  as¬ 
signed  imder  these  accounts  shall  be  the 
amounts  in  the  railroad’s  accoutns  ap¬ 
portioned  to  the  branch  on  the  basis  of 
the  ratio  of  passenger  miles  on  the 
branch  to  passenger  miles  on  the  system 
of  the  railroad. 

(c)  Account  103 — Baggage;  Account 
106 — Mail;  Account  107 — Express;  Ac¬ 
count  108 — Other  passenger  train;  Ac¬ 
count  109 — Milk;  and  Account  131 — 
Dining  and  buffet.  The  revenues  assigned 
under  these  accounts  shall  be  the 
amounts  in  the  railroad’s  accounts  ap¬ 
portioned  to  the  branch  on  the  basis  of 
the  ratio  of  passenger  car  miles  on  the 
branch  to  passenger  car  miles  on  the 
system  of  the  railroad. 

(d)  Account  110 — Switching;  Account 
113 — Water  transfers;  Account  132 — 
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Hotel  and  restaurant;  Account  133 — Sta¬ 
tion,  train,  and  boat  privileges;  Account 
135 — Storage-Freight;  Account  137 — De¬ 
murrage;  Account  138 — Communication: 
Account  139 — Grain  elevator;  Account 
141 — Potver;  Account  142 — Rents  of 
buUdings  and  other  property;  Account 
143 — Miscellaneous;  Account  151 — Joint 
facility,  Cr.;  and  Account  152 — Joint  fa¬ 
cility,  Dr,  The  revenues  assigned  under 
these  accounts  shall  be  the  actual  reve¬ 
nues  accruing  to  the  railroad  that  are 
directly  attributable  to  the  branch. 

§1123.4  Avoidable  costs  of  providing 

service. 

The  avoidable  costs  of  providing  serv¬ 
ice  on  a  branch  are  the  total  of  the  costs 
assigned  or  apportioned  to  the  branch  in 
accordance  with  this  section.  Costs  as¬ 
signed  or  approtioned  under  paragraphs 
(a)  through  (g)  of  this  section  shall  be 
derived  from  the  Annual  Report  (R-1) 
of  the  railroad  filed  with  the  Commission 
for  the  calendar  year  preceding  the  year 
in  which  notice  of  intent  to  discontinue 
service  on  that  branch  is  given,  if  that 
notice  is  given  after  March  31,  or  for 
the  second  calendar  year  before  the  year 
in  which  the  notice  of  intent  to  discon¬ 
tinue  is  given  if  the  notice  is  given  before 
April  1.  In  any  case  in  which  the  railroad 
is,  at  the  time  it  gives  the  notice,  oper¬ 
ating  a  branch  under  a  least  (Account 
542)  the  railroad  shall  treat  the  costs 
assigned  under  this  account,  as  provided 
in  this  section,  as  avoidable  costs  for  that 
branch.  If  the  lease  covers  more  than  the 
property  on  the  branch,  the  costs  shall 
be  apportioned  to  the  branch  on  the 
basis  of  the  ratio  of  the  leased  miles  of 
track  on  the  branch  to  the  total  miles  of 
track  under  the  lease. 

(a)  Expenses  for  maintenance  of  way 
and  structures — (1)  Account  202 — Road¬ 
way  maintenance;  Account  212 — Ties; 
Account  214 — Rails;  Account  216 — Other 
track  material:  Account  218 — Ballast; 
and  Account  220 — Track  laying  and  sur¬ 
facing.  If  the  railroad  maintains  records 
of  repairs  separately  for  the  branch,  the 
costs  assigned  under  these  accounts  shall 
be  the  actual  branch  costs  assigned  on 
a  direct  basis.  If  the  costs  cannot  be  as¬ 
signed  on  a  direct  basis,  the  amounts  in 
the  railroad’s  accounts  ^all  be  appor¬ 
tioned  to  the  branch  on  the  basis  of  the 
ratio  of  equated  track  miles  on  the 
branch  to  equated  track  miles  on  the 
system.  Equated  track  miles  shall  be  com¬ 
puted  as  follows: 

(i)  Determine  mileages  on  the  branch 
and  on  the  system  for — 

(A)  1st  main  track; 

(B)  2nd  main  track; 

(C)  3rd  and  4th  main  tracks; 

(D)  Branch  line  main  track; 

(E)  Passing  tracks;  and 

(F)  Yard  track  and  siding. 

(ii)  Multiply  the  miles  of  track  on  the 
branch  and  the  miles  of  track  on  the 
system  imder  subdivision  (i)  of  this  sub- 
paragraph  by  the  following  percentages 
as  shown  in  AREA,  Manual  for  Railway 
Engineering,  Chapter  22,  part  2, 1961-62 
Proceedings  Comm.  22  (available  fr6m 
the  American  Railway  Engineering  As¬ 


sociation,  59  East  Van  Buren  Street,  Chi¬ 
cago,  HI.  60605) ,  to  obtain  equated  track 
miles: 

Percent 


1st  main  track _ 100 

2nd  main  track _ 83 

3rd  and  4th  main  tracks _  76 

Branch  line  main  track _  49 

Passing  tracks _ 43 

Yard  track  and  sidings _  32 


(2)  Account  206 — Tunnels  and  sub¬ 
ways;  Account  208 — Bridges,  trestles  and 
culverts;  Account  210 — Elevated  struc¬ 
tures;  Account  221 — Fences,  snowsheds, 
and  signs;  Account  227 — Station  and  of¬ 
fice  buildings:  Account  229 — Roadway 
buildings;  Account  231 — Water  stations; 
Account  233 — Fuel  statUms;  Account 
235 — Shops  and  enginehouses;  Account 
237 — Grain  elevators:  Account  239 — 
Storage  warehouses;  Account  241 — 
Wharves  and  docks;  Account  243 — Coal 
and  ore  wharves;  Account  244 — TOFC 
and  COFC  terminals;  Account  247 — 
Communication  systems;  Account  249 — 
Signals  and  interlockers;  Account  253 — 
Power  plants;  Account  257 — Power — 
transmission  systems;  Account  265 — Mis¬ 
cellaneous  structures.  The  costs  assigned 
under  these  accounts  shall  be  the  actual 
branch  costs  assigned  on  a  direct  basds. 
However,  a  cost  may  not  be  assigned  un¬ 
der  an  account  unless  the  facility  to 
which  it  pertains  is  physically  located  on 
the  branch  concerned  and  is  in  use  for 
rail  transportation  purposes.  If  the  costs 
cannot  be  assigned  on  a  direct  basis,  the 
amounts  in  the  railroad’s  accoimts  shall 
be  apportioned  to  the  branch  on  the  basis 
of  the  ratio  of  net  investment  in  branch 
line  structures  to  the  total  net  invest¬ 
ment  of  the  railroad  in  structures  on  an 
individual  accoimt  basis. 

(3)  Account  266 — Road  property — de¬ 
preciation;  Account  267 — Retirements — 
road;  Account  270 — Dismantling  retired 
road  property:  Account  273 — Public  im¬ 
provements — maintenance;  Account 
278 — Maintain  joint  tracks,  yards,  and 
other  facilities — Dr.;  Account  279— 
Maintaining  joint  tracks,  yards  and  other 
facilities — Cr.;  Account  281 — Right-of- 
way  expenses:  and  Account  282— Other 
expenses.  The  costs  assigned  under  these 
accoimts  shall  be  the  actual  branch  costs 
assigned  on  a  direct  basis. 

(4)  Account  272 — Removing  snow,  ice, 
and  sand.  The  costs  assigned  under  this 
account  shall  be  the  actual  branch  costs 
assigned  on  a  direct  basis,  if  the  costs 
cannot  be  assigned  on  a  direct  basis,  the 
amount  in  the  railroad’s  account  shs^ 
be  apportioned  to  the  branch  on  the 
basis  of  the  ratio  of  miles  of  track  op¬ 
erated  on  the  branch  to  total  miles  of 
track  operated  on  the  system. 

(5)  Account  277 — Employees  health 
and  welfare  benefits.  The  costs  assigned 
under  this  account  shall  be  the  amount 
in  the  railroad’s  account  aivortioned  to 
the  branch  on  the  basis  of  the  ratio  of 
the  branch  total  in  accounts  202  and  220 
to  the  railroad’s  total  in  those  accounts. 

(b)  Maintenance  of  equipment — (1) 
Account  311 — Locomotives — repairs.  The 
costs  assigned  under  ttils  account  shall  be 
the  amounts  in  the  railroad’s  account 


apportioned  to  the  branch  on  the  basis  of 
the  ratio  of  branch  line  locomotive  ton 
miles  to  the  total  system  locomotive  ton 
miles. 

(2 )  Account  31 4 — Freight-train  cars — 
repairs.  The  costs  for  car  repairs  shall 
be  separated  betvreen  those  related  to 
mileage  and  those  related  to  time,  based 
on  the  latest  Commission  Rail  Form  A, 
Statement  lFl-73  apportionment  factor. 
The  mileage-related  portion  of  the 
amoimt  in  the  railroad’s  account  shall  be 
apportioned  to  the  branch  on  the  basis 
of  the  ratio  of  the  loaded  and  empty 
freight  car-miles  of  other  than  mileage- 
rented  cars  (excluding  shipper  car-miles) 
on  the  branch  to  those  kinds  of  car  miles 
on  the  system.  The  time-related  por¬ 
tion  of  the  amoxmt  in  the  railroad’s  ac¬ 
count  shall  be  apportioned  to  the  branch 
on  the  basis  of  the  ratio  of  branch  car 
days  (other  than  mileage-rented  cars) 
to  j^stem  car  days  (other  than  mile¬ 
age-rented  cars) . 

(3)  Account  317 — Passenger-train 
cars;  repairs.  The  costs  assigned  imder 
this  acocunt  shall  be  the  actual  branch 
costs  assigned  on  a  direct  basis.  If  the 
costs  cannot  be  assigned  on  a  direct  basis, 
the  amount  in  the  railroad’s  account 
shall  be  apportioned  to  the  branch  on 
the  basis  of  the  ratio  of  branch  passenger 
car-miles  to  the  railroad’s  total  passen¬ 
ger  car-miles. 

(4)  Account  318 — Highway  revenue 
equipment;  repairs.  The  costs  assigned 
under  this  account  shall  be  the  actual 
branch  costs  assigned  on  a  direct  basis. 
If  the  costs  cannot  be  assigned  on  a  di¬ 
rect  basis,  the  amount  in  the  railroad’s 
account  shall  be  apportioned  to  the 
branch  on  the  basis  of  the  ratio  of  branch 
vehicle-miles  (loaded  and  «npty)  in 
revenue  service  to  the  railroad’s  total 
miles  (loaded  and  empty)  in  revenue 
service. 

(5)  Account  323 — Floating  equipment; 
repairs;  Account  326 — Work  equipment; 
repairs;  Account  328 — Miscellaneous 
equipment:  repairs;  Account  329 — Dis¬ 
mantling  retired  equipment;  and  Ac¬ 
count  339 — Retirements— equipment. 
The  costs  assigned  under  these  accounts 
shall  be  the  actual  costs  that  are  di¬ 
rectly  attributable  to  the  branch. 

(6)  Account  335 — Employees  health 
and  welfare  benefits.  The  costs  assigned 
under  this  account  shall  be  the  amount 
in  the  railroad’s  account  apportioned  to 
the  branch  on  the  basis  of  the  ratio  of 
the  branch  total  in  accounts  311,  314, 
317,  318,  323,  326,  and  329  to  the  rail¬ 
road’s  total  in  those  accounts. 

(7)  Account  338 — Joint  maintenance 
of  equipment  expenses  Dr.;  Account 
337 — Joint  maintenance  of  equipment 
expenses,  Cr.;  and  Account  339 — Other 
expenses.  The  costs  assigned  under  these 
accounts  shall  be  the  actual  costs  that 
are  directly  attributable  to  the  branch. 

(c)  Transportation — Rail  Line — (1) 
Account  372 — Dispatching  trains;  and 
Account  407 — Communication  system  op¬ 
eration.  The  costs  assigned  under  these 
accounts  shall  be  the  amounts  in  the  rail¬ 
road’s  accounts  ^portioned  to  the 
branch  on  the  basis  of  the  ratio  of  branch 
line  train  miles  to  system  train  miles. 
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(2)  Account  373 — Station  employees: 
Account  374 — Weighing,  inspection,  and 
demurrage  bureaus;  Account  375— Coal 
and  ore  wharves;  Account  376 — Station 
supplies  and  expenses;  Account  395 — 
Train  power  produced;  and  Account 
396 — Train  power  purchased.  The  costs 
assigned  under  these  accounts  shall  be 
the  actual  branch  costs  assigned  on  a  di¬ 
rect  basis. 

(3)  Account  377 — Yardsmasters  and 
yard  clerks;  Account  378 — Yard  conduc¬ 
tors  and  brakemen;  Account  379 — Yard 
switch  and  signal  tenders:  Account  380 — 
Yard  enginemen;  Account  382 — Yard 
switching  fuel;  Account  383 — Yard 
switching  power  produced;  Account 
384 — Yard  switching  power  purchased: 
Account  388 — Servicing  yard  locomo¬ 
tives;  and  Account  389 — Yard  supplies 
and  expenses.  If  the  branch  is  served  by 
a  yard  crew,  the  costs  assigned  under 
these  accounts  shall  be  the  actual  branch 
costs  assigned  on  a  direct  basis.  If  the 
branch  is  served  by  a  yard  crew  and  the 
costs  cannot  be  assigned  on  a  direct  basis, 
the  costs  assigned  under  those  accounts 
shall  be  the  amounts  in  the  railroad’s 
accounts  apportioned  to  the  branch  on 
the  basis  of  the  ratio  of  branch  locomo¬ 
tive  unit  miles  to  the  railroad’s  total  lo- 
coriiotive  unit  miles. 

(4)  Account  392 — Train  enginemen; 
Account  401 — Trainmen;  and  Account 
402 — Train  supplies  and  expenses.  If 
the  branch  is  served  by  a  train  crew, 
the  costs  assigned  under  these  ac- 
coimts  shall  be  the  actual  branch  costs 
assigned  on  a  direct  basis.  If  the  branch 
is  served  by  a  train  crew  and  the  costs 
cannot  be  assigned  on  a  direct  basis,  the 
costs  assigned  under  those  accounts  shall 
be  the  amounts  in  the  railroad’s  accounts 
apportioned  to  the  branch  on  the  basis 
of  the  ratio  of  branch  train  hours  to  the 
railroad’s  total  train  hours.  However, 
heater  and  refrigerator  charges  and 
credits  may  not  be  included  in  Account 
402  unless  applicable  to  the  branch. 

(5)  Account  394 — Train  fuel;  and  Ac¬ 
count  400 — Servicing  train  locomotives. 
If  the  branch  is  served  by  a  train  crew, 
the  costs  assigned  under  these  accounts 
shall  be  the  actual  branch  costs  assigned 
on  a  direct  basis.  If  the  branch  is  served 
by  a  train  crew  and  the  costs  cannot  be 
assigned  on  a  direct  basis,  the  costs  as¬ 
signed  under  these  accounts  shall  be  the 
amounts  in  the  railroad’s  accounts  ap¬ 
portioned  to  the  branch  on  the  basis  of 
the  ratio  of  branch  locomotive  unit  hours 
to  the  railroad’s  total  locomotive  unit 
hours. 

(6)  Account  404 — Signal  and  inter¬ 
locker  operation;  and  Account  405 — 
Crossing  protection.  The  costs  assigned 
under  these  accounts  shall  be  the  actual 
branch  costs  assigned  on  a  direct  basis. 
If  the  costs  cannot  be  assigned  on  a  di¬ 
rect  basis,  the  costs  assigned  under  these 
accounts  shall  be  the  amounts  in  the  rail¬ 
road’s  accounts  apportioned  to  the 
branch  on  the  basis  of  the  ratio  of  branch 
train  hours.  Including  train  switching 
hours  and  yard  switching  hours,  to  the 
railroad’s  total  train  hours. 

(7)  Account  406 — Drawbridge  rrpera- 
tion;  and  Account  408 — Operating  float¬ 


ing  equipment.  The  costs  assigned  under 
Uiese  accounts  shall  be  the  actual  branch 
costs  assigned  on  a  direct  basis,  but  only 
if  those  costs  are  incurred  for  the  ex¬ 
clusive  use  of  the  branch. 

(8)  Account  409 — Employees  health 
and  welfare  benefits.  ’The  costs  assigned 
under  these  accounts  shall  be  appor¬ 
tioned  to  the  branch  on  the  basis  of  the 
ratio  of  the  branch  total  in  accounts 
372,  373,  377,  378,  379,  380,  388,  392,  400, 
404,  405, 406,  407, 408,  and  415  to  the  raU- 
road’s  total  in  those  accounts. 

(9)  Account  411 — Other  expenses;  Ac¬ 
count  415 — Clearing  wrecks;  Account 
416 — Damage  to  property;  Account  417 — 
Damage  to  livestock  on  the  right  of  way; 
Account  418 — Loss  and  damage;  freight; 
Account  421 — TOFC/COFC  terminals; 
Account  422 — Other  highway  transporta¬ 
tion  expenses;  Account  390 — Operating 
joint  yards  and  terminals — Dr.;  Account 
391 — Operating  joint  yards  and  termi¬ 
nals — Cr.;  Account  412 — Operating  joint 
tracks  and  facilities — Dr.  and  Account 
413 — Operating  joint  tracks  and  facili¬ 
ties — Cr.  The  costs  assigned  under  these 
accounts  shall  be  the  actual  branch  costs 
assigned  on  a  direct  basis. 

(d)  Miscellaneous  operations.  Account 

441 —  Dining  and  buffet  service;  Account 

442 —  Hotels  and  restaurants;  Account 

443 —  Grain  elevators;  Account  445 — 
Producing  power  sold;  Account  446 — 
Other  miscellaneous  operations;  Account 
449 — Employees  health  and  welfare 
benefit;  Account  447 — Operating  joint 
miscellaneous  facilities — Dr.;  Account 
448 — Operating  joint  miscellaneous  facil¬ 
ities — Cr.  The  costs  assigned  under  these 
accounts  shall  be  the  actual  branch  costs 
assigned  on  a  direct  basis. 

(e)  Taxes,  except  income  taxes — (1) 
Payroll  taxes.  The  amoimt  of  payroll 
taxes  assigned  shall  be  based  on  the  ratio 
of  the  branch  total  in  Accounts  202,  220, 
331,  314,  317,  318,  323,  326,  329,  372,  373, 
377,  378,  379,  380,  388,  92,  400,  404,  405, 
406,  407,  408,  and  415,  to  the  railroad’s 
total  in  those  accounts. 

(2)  Revenue  taxes.  The  amoimt  of 
revenue  taxes  shall  be  based  on  the 
amoimts  directly  paid  in  those  States 
that  subject  the  railroad  to  a  revenue 
tax,  apportioned  to  the  branch  on  the 
basis  of  the  ratio  of  branch  gross  revenue 
to  that  part  of  the  railroad’s  total  gross 
revenue  used  for  tax  computation  pur¬ 
poses  by  that  State. 

(3)  Property  taxes.  ’The  amount  of 
property  taxes  shall  be  the  amovmt  levied 
against  the  property  on  the  branch,  in 
those  States  where  a  true  ad  valorem  tax 
is  levied,  based  on  the  value  of  certain 
kinds  of  railroad  property  such  as  track, 
ladn,  buildings,  and  other  facilities.  In 
States  where  property  taxes  are  levied  on 
the  basis  of  a  formula  of  a  State-wide 
valuation  of  property,  the  railroad  shall 
support  any  claim  of  savings  for  property 
taxes  in  the  event  of  abandonment  of  the 
branch.  If  the  railroad  would  realize 
State-wide  savings  on  the  basis  of  a  pro¬ 
posed  discontinuance  of  service  on  more 
than  one  branch  operated  in  that  State, 
the  amount  assigned  to  that  branch  shall 


be  apportioned  on  the  basis  of  the  ratio 
of  the  miles  of  track  on  that  branch  to 
total  system  miles  of  track  in  that  State 
proposed  for  discontinuance. 

(f)  Rent  income — (1)  Account  503 — 
Hire  of  freight  cars  and  highway  revenue 
freight  equipment;  credit  balance.  The 
amounts  assigned  under  this  account 
shall  be  based  on  a  special  analysis  of 
receipts  for  each  kind  of  equipment  used 
exclusively  by  branch  traffic.  Payments 
for  each  kind  of  equipment  used  by  traffic 
moving  partly  on-branch  and  partly  off- 
branch  on  the  railroad  shall  be  appor¬ 
tioned  on  the  basis  of  the  ratio  of  the 
respective  days  or  miles,  as  the  case  may 
be,  for  each  kind  of  equipment  to  total 
days  or  miles  on  the  railroad  required  by 
that  traffic. 

(2)  Account  504 — Rent  from  locomo¬ 
tives;  Account  506 — Rent  from  floating 
equipment:  and  Account  507 — Rent  from 
work  equipment.  The  amounts  assigned 
under  these  accounts  shall  be  based  on 
the  actual  receipts  for  the  kind  of  equip¬ 
ment  rented,  but  may  not  be  included 
unless  the  kind  of  equipment  rented  is 
normadly  used  exclusively  for  branch 
traffic. 

(3)  Account  508 — Joint  facility  rent 
income.  'The  amounts  assigned  under  this 
account  shall  be  the  actual  branch  re¬ 
ceipts  assigned  on  a  direct  basis. 

(g)  Rent  costs — (1)  Account  536 — 
Hire  of  freight  cars  and  highway  revenue 
freight  equipment;  debit  balance.  The 
costs  assigned  under  this  account  shall 
be  based  on  a  special  analysis  of  pay¬ 
ments  for  each  Mnd  of  equipment  used 
exclusively  by  branch  traffic.  Payments 
for  each  kind  of  equipment  \ised  by  traffic 
moving  partly  on-branch  and  partly  off- 
branch  on  the  railroad  shall  be  appor¬ 
tioned  on  the  basis  of  the  ratio  of  the 
respective  cars  or  miles,  as  the  case  may 
be,  for  each  kind  of  equipment  on  the 
branch  to  total  cars  or  miles  on  the  rail¬ 
road  required  for  that  traffic. 

(2)  Account  537 — Rent  for  locomo¬ 
tives;  and  Account  539 — Rent  for  floating 
equipment.  If  the  equipment  is  used  ex¬ 
clusively  for  branch  traffic,  the  costs  as¬ 
signed  vmder  these  accounts  shall  be  the 
actual  branch  costs  assigned  on  a  direct 
basis  for  the  kind  of  locomotive  or  float¬ 
ing  equipment  rented.  If  analysis  shows 
common  rents,  the  common  rents  cost 
shall  be  apportioned  to  the  branch  on  the 
basis  of  the  ratio  of  applicable  locomo¬ 
tive  or  floating  equipment  days  or  miles, 
as  used  for  billing  purposes,  on  the 
branch  to  the  total  of  those  days  or  miles 
on  other  lines  of  the  railroad. 

(3)  Account  540 — Rent  for  work  equip¬ 
ment.  The  costs  assigned  imder  this  ac¬ 
count  shall  be  the  actual  branch  costs 
assigned  on  a  direct  basis. 

(4)  Account  541 — Joint  facility  rents. 
The  costs  assigned  imder  this  account 
shall  be  the  actual  branch  costs  assigned 
on  a  direct  basis,  plus,  for  common  ex¬ 
penses,  an  apportionment  of  common  ex¬ 
penses  to  the  branch  on  the  basis  of  the 
ratio  of  the  branch  total  in  Accounts  278, 
336,  390,  and  412  to  the  railroad’s  total  in 
those  accounts. 

(h)  Off-branch  costs.  The  avoidable 
costs  of  providing  service  over  the  off- 
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branch  portion  of  the  railroad's  system 
shall  be  computed  as  follows: 

(1)  The  railroad  shall  i^^ly  its  op¬ 
erating  expenses,  rents,  and  taxes  (ex¬ 
cluding  income  taxes)  contained  In  its 
Annual  Report  R-1  filed  with  the  Com¬ 
mission  for  the  year  used  to  assign  other 
avoidable  costs  imder  this  section,  to  Rail 
Form  A,  Statement  lPl-73. 

(2)  From  that  application,  the  rail¬ 
road  shall  develop  the  following 
through-train  single  line  unit  costs  on  a 
variable  basis: 

(i)  Per  carload,  by  car  type. 

(ii)  Per  car-mile,  by  car  type. 

<iii)  Per  ton. 

<iv)  Per  ton  mile. 

(V)  Per  car  interchanged,  separated 
between  mileage  cars  and  other  than 
mileage  cars. 

(3)  The  following  off -branch  service 
units  from  Appendix  I  to  this  part  shall 
be  applied  to  the  unit  costs: 

(i)  Line  41 — carloads — single  line 

service. 

(ii)  Line  42 — carloads — interline  serv¬ 
ice. 

(iii)  line  43 — carloads — ^bridge  traffic. 

(iv)  Lines  37  and  38 — ^loaded  car  miles, 
by  car  type. 

(V)  Line  40 — tons  of  revenue  freight  in 
road  service. 

(vi)  Line  39 — ton  miles — revenue 

freight  in  road  service. 

(4)  The  unit  costs  developed  in  sub- 
paragraph  (2)  of  this  paragraph  shall  be 
multiplied  by  the  service  units  in  sub- 
paragraph  (3)  of  this  paragraph  as 
follows: 

(i)  Subparagraph  (2)  (i)  of  this  para¬ 
graph  times  subparagraph  (3)  (i)  of  this 
paragraph,  times  2,  plus  subparagraph 

(2)  (1)  of  this  paragraph  times  subpara¬ 
graph  (3)  (ii)  of  this  paragraph. 

(ii)  Subparagraph  (2)  (ii)  of  this  par¬ 
agraph  times  subparagraph  (3)  (iv)  of 
this  paragraph,  by  car  t3^e. 

(iii)  Subparagraph  (2)  (iii)  of  this 
paragraph  times  subparagraph  (3)  (v)  of 
this  paragraph. 

(iv)  Subparagraph  (2)(iv)  of  this 
paragraph  times  subparagraph  (3)  (vi) 
of  this  paragraph. 

(V)  Subparagraph  (2)  (v)  of  this  par¬ 
agraph  times  subparagraph  (3) (ill), 
times  2,  plus  subparagraph  (2)  (v)  of  this 
panigraph  times  subparagraph  (3)  (ii)  of 
this  paragraph. 

(5)  The  costs  developed  in  subpara¬ 
graph  (4)  of  this  paragraph  shall  be  ag¬ 
gregated  to  arrive  at  the  total  off-branch 
avoidable  costs  for  branch  traffic. 

(i)  Adequate  and  efficient  rail  service. 
The  costs  assigned  imder  this  paragraph 
shall  be  the  additional  costs  that  would 
be  incurred  by  the  railroad  to  operate 
adequate  and  efficient  rail  service,  in- 
cludmg  where  necessary  improvement 
and  maintenance  of  track  and  related 
facilities,  on  a  branch.  These  costs  may 
Include  those  necessary  to  provide  a 
higher  level  of  service  than  that  provided 
at  the  time  the  notice  of  intent  to  dis¬ 
continue  service  on  that  branch  is  given, 
pursuant  to  the  request  of  a  person  of¬ 
fering  a  subsidy.  Included  would  be  such 
costs  as  those  necessary  to  raise  the  track 


condition  to  a  level  to  accept  higher 
train  speeds  or  heavier  oars,  or  increas¬ 
ing  the  frequency  service.  If  the  per¬ 
son  offering  a  subsidy  requests  a  higher 
level  of  service,  that  person  shall  notify 
the  railroad  of  that  level  within  10  days 
after  the  date  of  the  notice  to  discon¬ 
tinue  rail  service  on  the  branch  pur¬ 
suant  to  section  304(a)  (2)  (B)  of  the  Act. 
The  railroad  shall,  within  10  days  after 
the  date  of  that  request,  inform  the  per¬ 
son  offering  the  subsidy  of  the  additional 
avoidable  costs  that  would  be  involved  in 
providing  the  requested  level  of  service. 

§  1125.5  Valuation  of  rail  properties. 

The  value  of  the  rail  properties  on  a 
branch  shall  be  determined  in  accord¬ 
ance  with  the  following: 

(a)  Only  the  following  properties  on 
a  branch  may  be  considered: 

(1)  Those  that  are  used  and  useful 
to  provide  the  rail  services  requested  by 
the  person  offering  a  subsidy. 

(2)  In  the  absence  of  a  request  for 
specific  services  by  that  person,  those 
properties  that  are  used  and  useful  to 
provide  the  rail  service  performed  on 
the  branch  at  the  time  the  final  system 
plan  becomes  effective,  or  if  no  service 
was  being  performed  at  that  time,  the 
services  that  were  last  performed  on  the 
branch. 

(b)  The  value  of  the  properties  shall 
be  their  net  liquidation  value  for  their 
highest  and  best  use,  consistent  with 
applicable  zoning  and  land  use  regula¬ 
tions,  determined  by  computing  their 
current  market  value  for  other  than  rail 
transportation  purposes,  less  all  costs  of 
dismantling  and  disposition  of  improve¬ 
ments  necessary  to  make  the  remaining 
property  available  for  its  highest  and 
best  use. 

(c)  If  the  railroad  and  the  person 
offering  a  subsidy  cannot,  within  a  period 
of  time  that  either  of  them  considers 
reasonable  after  the  beginning  of  nego¬ 
tiations  for  the  pa3ment  of  the  subsidy, 
agree  on  the  properties  that  are  used  and 
useful  or  the  net  liquidation  value,  or 
both,  the  one  that  considers  that  a  rea¬ 
sonable  period  of  time  has  elapsed  may 
notify  the  other  of  its  intention  to  have 
the  matter  arbitrated.  Each  of  the 
parties  shall  then  appoint  a  representa¬ 
tive,  and  the  representatives  shall  select 
an  arbitrator  or  arbitrators  mutually 
acceptable  to  them.  The  decision  of  the 
arbitrator  or  arbitrators  shall  be  final. 

(d)  If  either  party  fails  to  appoint  a 
representative  within  five  days  after  re¬ 
ceiving  notice  from  the  other  party  of 
its  representative,  or  if  the  appointed 
representatives  fail,  within  five  days 
after  the  last  one  of  them  is  appointed,  to 
agree  upon  a  mutually  acceptable  arbi¬ 
trator  or  arbitrators,  either  party  may 
submit  the  matter  for  aihitration  to  the 
American  Arbitration  Association  pur¬ 
suant  to  its  commercial  arbitration  rules, 
and  the  decision  of  its  arbitrator  or  arbi¬ 
trators  shall  be  final. 

(e)  In  considering  the  value  of  prop¬ 
erties  under  this  section  the  arbitrator 
or  arbitrators  shall  consider,  among 


other  factors,  any  bona  fide  offer  for  the 
properties,  or  a  part  thereof,  recent  sales 
of  adjoining  or  similar  properties,  and 
any  available  appraisals,  by  a  reputable 
appraiser,  of  the  properties,  or  a  part 
thereof. 

(f)  If  the  person  offering  a  subsidy  is 
a  public  body,  each  meeting  of  an  arbi¬ 
trator  or  arbitrators  with  the  parties  for 
the  purposes  of  receiving  information  or 
evidence  or  to  hear  arguments  or  views 
shall  be  open  to  Uie  pubUc.  Any  inter¬ 
ested  member  of  the  public  may  file 
written  views,  arguments,  or  informa¬ 
tion  with  the  arbitrator  or  arbitrators 
at  any  time  within  3  days  after  the  clos¬ 
ing  of  the  sessions  that  are  open  to  the 
public. 

§  1 125.6  Reasonable  return  on  the  value 
of  the  properties. 

The  reasonable  return  on  the  value  of 
rail  properties,  as  determined  under 
§  1125.5,  shall  be  the  interest  rate  that  is 
equal  to  the  publicly  quoted  yield  to 
maturity,  on  the  first  day  of  the  month 
in  which  the  subsidy  agreement  is 
entered  into,  for  U.S.  Treasury  notes  of 
approximately  the  same  life  as  the 
period  of  the  subsidy  agreement,  and 
maturing  at  a  date  approximately  coter- 
minant  with  the  end  of  the  subsidy 
period. 

§  1125.7  Submission  of  information  by 
railroad  giving  notice  of  intent  to 
discontinue  service  on  a  branch. 

(a)  Each  railroad  that  gives  notice  of 
intent  to  discontinue  service  on  a  branch, 
pursuant  to  section  304(a)  (2)  (B)  of  the 
Act,  shall,  on  the  date  it  gives  that 
notice — 

(1)  Give  the  Director  of  the  Office — 

(1)  A  copy  of  the  notice ; 

(ii)  A  copy  of  its  most  recent  Com¬ 
mission  Rail  Form  R-1,  Annual  Report; 

(iii)  A  copy  of  its  most  recent  Com¬ 
mission  Rail  Form  A,  Statement  lFl-73 ; 

(iv)  A  statement  of  the  revenue  from 
all  traffic  moving  over  the  branch,  com¬ 
puted  under  S  1125.3,  and  where  there  is 
a  division  of  the  through  rate,  the 
amount  accruing  to  the  railroad  as 
determined  by  it  from  its  division  sheets; 
and 

(V)  The  Information  listed  in  Appen¬ 
dix  1  to  this  Part,  to  the  extent  possible, 
with  respect  to — 

(A)  Flight  operations  on  the  branch; 

(B)  Freight  operations  on  its  entire 
system  of  branch  traffic; 

(C)  Freight  operations  on  its  entire 
system; 

(D)  Passenger  operations  on  the 
branch,  if  provided;  and 

(E)  If  there  are  passenger  (mirations 
on  the  branch,  passenger  operations  on 
its  entire  system. 

(2)  Give  the  governor  of  each  State 
within  which  the  branch  is  located  a  copy 
of  each  of  the  itms  listed  in  subpara- 
greqih  (1)  of  this  paragraph; 

(3)  Give  the  railroad  regulatory  com¬ 
mission  of  each  State  within  which  the 
branch  is  located  a  copy  of  each  of  the 
Items  listed  in  subparagraph  (1)  of  this 
paragraph. 
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(b)  Beginning  with  the  week  in  which 
it  gives  notice  of  intent  to  discontinue 
service  on  a  branch,  pursuant  to  section 
304(a)  (2)  (B)  of  the  Act,  the  railroad 
shall  publish  a  copy  of  that  notice  of  in¬ 
tent  in  a  newspaper  or  newspapers  of 
general  circulation  in  the  areas  encom¬ 
passing  the  branch  at  least  once  a  week 
for  three  consecutive  weeks. 

(c)  Each  railroad  providing  the  in¬ 
formation  required  by  paragraph  (a)  of 
this  section,  and  publishing  a  notice  as 
required  by  paragraph  (b)  of  this  section, 
shall  include  therein  a  statement  to  the 
effect  that  copies  of  the  materials  and  in¬ 
formation  upon  which  the  railroad’s  cal¬ 
culations  for  the  purposes  of  §§  1125.3, 
1125.4,  and  1125.5  have  been  or  are  to 
be  made  are  located  at  an  office  of  the 
railroad  within  the  State  or  States  con¬ 
cerned  and  may  be  examined  by  any  in¬ 
terested  person  during  regular  working 
hours.  However,  documents  upon  which 
the  calculations  for  the  purposes  of 
§  1125.3  are  made  which  disclose  infor¬ 
mation  concerning  the  nature,  kmd, 
quantity,  destination,  consignee,  or  rout¬ 
ing  of  traffic  shall,  if  the  railroad  so  re¬ 
quests,  be  shown  only  to  a  representa¬ 
tive  of  the  person  offering  a  subsidy  and 
only  if  that  representative  agrees  to  keep 
that  information  confidential. 

(d)  A  notice  of  intent  to  discontinue 
service,  pui’suant  to  section  304(a)  (2)  (B) 
of  the  Act,  is  not  considered  to  be  com¬ 
pleted  or  given  imtil  the  railroad  has 
taken  the  actions  required  by  that  section 
and  paragraphs  (a)  and  (c)  of  this  sec¬ 
tion. 

Appendix  I — Information  to  be  Furnished 

The  following  is  the  information  required 
to  be  furnished  under  $  1125.7(a)  (1)  (v) : 

AVERAGE  MILES  OF  TRACK  OPERATED 

1.  First  main 

2.  Second  main 

3.  3rd  and  4th  main 

4.  Branch 


5.  Passing  tracks 

6.  Yard  and  sidings 

train  miles 

7.  Diesel  locomotives 

8.  Other  locomotives 

9.  Total  locomotives 

10.  Motorcars 

11.  Total  train -miles  (lines  7  through  10) 

LOCOMOTIVE  UNIT  MILES 

12.  Road  service  (diesel  and  other) 

13.  Road  service  (electric  only) 

14.  Train  switching 

15.  Yard  switching 

16.  Total  locomotive  unit-miles  (lines  12 
through  15) 

LOCOMOTIVE  UNIT  HOURS 

17.  Road  service  (diesel  and  other) 

18.  Road  service  (electric  only) 

19.  Train  switching 

20.  Yard  switching 

21.  Total  locomotive  unit  hours  (lines  17 
through  20) 

CAR  MILES  < 

22.  Loaded  time  mileage  freight  cars 

23.  Loaded  other  freight  cars 

24.  Empty  time  mileage  freight  cars 

25.  Total  freight  car-miles 

GROSS  TON-MILES  AND  TRAIN-HOURS  IN 
ROAD  SERVICE 

26.  Gross  ton-miles  of  locomotives  and 
tenders  (thousands) 

27.  Gross  ton-miles  of  freight-train  cars 
contents  and  cabooses  (thousands)  ^ 

28.  Train-hours 

REVENUE  FREIGHT  TRAFFIC 

29.  Tons  of  revenue  freight 

30.  Ton-miles — Revenue  freight  in  road 
service  (thousands) 

31.  Car-days  of  time  and  mileage  cars 

VEHICLE  MILES  (LOADED  AND  EMPTY) 

LINE  HAUL  (STATION  TO  STATION) 

32.  Truck-miles 

33.  Tractor  miles 


1  This  information  shall  be  based  on  Docket 
28300  mUes  increased  for  the  applicable  cir¬ 
cuity  factor. 


TERMINAL  SERVICE  (WHEN  PERFORMED  BY  VE¬ 
HICLES  OTHER  THAN  THOSE  USED  FOR  LINE- 

HAUL) 

34.  Pickup  and  delivery 

PASSENGER  SERVICE 

35.  Passenger  miles 

36.  Passenger-car  miles  (including  pas¬ 
senger  carrying  motor  cars) 

OFF-BRANCH  SERVICE  UNITS  USED  IN  §  1125.4 
(h)  (3) 

37.  Loaded  time  mileage  freight  car  miles, 
by  car  type 

38.  Loaded  other  freight  car  miles,  by  car 
type 

39.  Ton  mlles-revenue  freight  in  road  serv¬ 
ice  (thousands) 

40.  Tons  of  revenue  freight 

41.  Carloads — single  line  service 

42.  Carloads — Interline  service 

43.  Carloads — bridge  traflftc 

Instructions:  Compute  lines  1  through  36 
for  both  the  branch  and  the  system.  Assign 
train  miles  (lines  7  through  10),  locomotive 
unit  miles  (lines  12  through  15),  locomotive 
unit  hours  (lines  17  through  20),  car-miles 
(lines  22  through  24),  gross  ton  miles  (lines 
26  and  27),  highway  vehicle  miles  (lines  32 
through  34),  and  passenger  service  (lines  35 
and  36 ) ,  on  the  basis  that  they  are  incurred 
on  the  branch.  Lines  37  and  38  shall  be  the 
loaded  time  mileage  freight  car  and  other 
freight  car  miles,  by  car  type,  off-branch  on 
the  railroad,  for  cars  originating  or  terminat¬ 
ing  on  the  branch,  and  the  off-branch  car 
miles  on  the  railroad,  by  car  tirpe,  of  those 
carloads  included  in  line  43.  Line  39  shall  be 
the  lading  weight  of  each  car  Included  in 
lines  37  and  38.  times  the  off-branch  car 
miles  on  the  railroad  for  that  car.  Line  40 
shall  be  the  lading  weight  of  those  cars  in¬ 
cluded  in  lines  41,  42,  and  43.  Line  41  shall 
be  those  carloads  originating  or  terminating 
on  the  branch  that  are  handled  from  origin 
to  destination  by  the  railroad.  Line  42  shall 
be  those  carloads  originating  or  terminating 
on  the  branch  that  are  handled  on  another 
carrier.  Line  43  shall  be  those  carloads  that 
pass  over  the  branch  but  do  not  originate  or 
terminate  on  the  branch,  and  that  would  be 
lost  to  the  railroad  upon  termination  of  serv¬ 
ice  on  the  branch. 
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